Kansas Department of Commerce

Actual Approved Approved
Expenditure FY 2015 FY 2016 FY 2017 *
All Funds:

State Operations $ 25,304,398 $ 25,611,102 $ 25,380,376
Aid to Local Units 12,524,146 11,755,100 11,619,700
Other Assistance 61,249,191 58,328,441 57,273,706
Subtotal - Operating $ 99,077,735 $§ 95,694,643 $ 94,273,782
Capital Improvements 157,790 200,000 200,000
TOTAL $ 99,235,525 §$ 95,894,643 §$ 94,473,782

State General Fund:
State Operations $ 245,000 $ - 3 -
Aid to Local Units - - -
- 6,570,000

Other Assistance -
Subtotal - Operating $ 245000 $ - ¥ 6,570,000
Capital Improvements - - -
TOTAL $ 245,000 $ - $ 6,570,000
Percent Change:
Operating Expenditures
All Funds (35.4)% (3.4)% (1.5)%
State General Fund (98.4) (100.0) 0.0
FTE Positions 149.6 137.6 137.1
Non-FTE Unclass. Perm. Pos. 119.1 134.8 1341
TOTAL 268.7 272.4 271.2

*NOTE: Includes GBA No. 1, Item 5 to add $6.6 million from the State General Fund for Kansas Bioscience Authority Grant
Commitments for FY 2017.

The overall approved all funds budget including capital improvements is $96.0 million. The approved budget for the
Kansas Department of Commerce in FY 2016 excluding capital improvements is $95.7 million, all from special revenue
funds, including $11.5 million from the Economic Development Initiatives Fund (EDIF) and no State General Fund. The FY
2016 all funds amount is a decrease of $3.4 million, or 3.4 percent, including an EDIF decrease of $2.8 million, or 17.1
percent, and a State General Fund decrease of $245,000 below the FY 2015 actual expenditures. The overall approved
budget including capital improvements is $95.9 million, all from special revenue funds.

The State General Fund decrease from the FY 2015 approved budget is due to the elimination of the Global Trade
Services Program ($245,000). The all funds decrease is due to a reduction of $4.2 million in the federal Community
Development Block Grant; a decrease of $1.1 million in federal Workforce Investment Act (WIA) funding for dislocated
workers; a decrease of $1.9 million in funding from EDIF for the agency operating grant ; a reduction of $1.6 million in the
Small Business Credit Initiative; and a decrease of $750,000 in the Rural Opportunity Zones Program. These decreases
were offset partially by an increase in WIA funding for adult education of $1.1 million; an increase in funding for the Kansas
Health Professional Opportunity Initiative of $995,634; and an increase of $500,000 from EDIF for Public Broadcasting
Grants due to the grants program transitioning from the Department of Administration to the Department of Commerce. The
FY 2016 budget includes 137.6 FTE positions, a decrease of 12.0 FTE positions, and 134.8 non-FTE unclassified positions,
an increase of 15.7 non-FTE unclassified positions, from the actual FY 2015 numbers. The agency states that due to the
nature of grant and federal funding it is replacing classified positions with non-FTE unclassified positions.

The FY 2016 all funds amount also reflects a change in accounting for $10.5 million in the Kan-Grow Engineering
Program as a non-expense item within the Department of Commerce budget and an expenditure in the Regents Institutions
where the funds are transferred and the program is administered.

The FY 2016 approved budget also includes capital improvements of $200,000, all from special revenue funds,
which is an increase of $42,210, or 26.7 percent above the FY 2015 actual budget. This includes $100,000 for rehabilitation
and repair for the agency’s 27 Workforce Center Buildings and $100,000 for debt service principal payments for the Topeka
Workforce Center.
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The overall approved all funds budget including capital improvements is $94.5 million. The FY 2017 approved
expenditures excluding capital improvements is $94.3 million, including $6.6 million from the State General Fund and $11.4
million from EDIF. The FY 2017 State General Fund increase is entirely due to the addition of funds for the Kansas
Bioscience Authority (KBA) long term grant commitments to be transferred to the Department of Commerce for FY 2017
contingent on the sale of the KBA portfolio. The FY 2017 all funds amount is a decrease of $1.4 million, or 1.5 percent,
including an EDIF decrease of $103,609 below the FY 2016 approved amount. The all funds decrease is largely due to the
reduction of the Innovation Growth Program funding of $1.4 million from the Economic Development Initiative Fund (EDIF)
and the elimination the program.

The FY 2017 approved budget for the Kansas Department of Commerce includes capital improvements
expenditures of $200,000, all from special revenue funds, which is the same as the FY 2016 approved budget. This includes
$100,000 for rehabilitation and repair for the agency’s 27 Workforce Center Buildings and $100,000 for debt service principal
payments for the Topeka Workforce Center.

Significant policy issues for the Department of Commerce were contained in two major enacted bills, as follows:

2016 Senate Sub. for HB 2509 grants the Secretary of Commerce discretionary authority to assess and collect
fees for the administration of various economic development programs and deposit in administrative funds the bill creates for
each program. Fees are:

. Up to $750 for applications to the Kansas Industrial Training, the Kansas Industrial Retraining, Promoting
Employment Across Kansas, and the Job Creation Fund programs;

° Up to 1.0 percent of the amount of Sales Tax and Revenue (STAR) bonds issued, not to exceed $200,000, plus any
actual administrative costs that exceed the fee, which may be payable from the bond proceeds;

° Up to 1.0 percent of private activity bonds issued, not to exceed $200,000, plus any actual administrative costs that
exceed the fee, which may be payable by the issuer, bond proceeds, or both; and

. Up to 2.0 percent of funds transferred to the State Affordable Airfare Fund.

2016 HB 2632 authorizes the State Finance Council to oversee the sale of the Kansas Bioscience Authority (KBA)
or substantially all of its assets. The bill also revises provisions of the Sales Tax and Revenue (STAR) Financing Act
pertaining to the annexation of area into a STAR Bond district, pledges for future financial support from the State, an “eligible
area,” and annual reporting to legislative committees.

STAR Bond districts are prohibited from including real property that was part of another STAR Bond project and
district unless that STAR Bond project and district have been approved by the Secretary of Commerce (Secretary) prior to
March 1, 2016. A STAR Bond district is limited to those areas being developed by the STAR Bond project and any areas
reasonably anticipated to directly benefit from the project. However, STAR Bond districts created and approved by the
Secretary by January 1, 2017, or later shall exclude tax increment financing derived from any sales tax revenues from retail
automobile dealers. When a district adds area, the base tax year for the newly annexed area will be the 12-month period
immediately prior to the month in which the new area is added to the STAR Bond district. The Secretary and the Secretary of
Revenue shall certify the amount of base year revenue for taxpayers relocating from within the state into a STAR Bond
district. “Eligible area” is redefined to include buildings that are 65 years old or older and contiguous lots which are vacant or
condemned. Previously the term was defined as a blighted, conservation, enterprise zone, intermodal transportation, major
tourism, or a major commercial entertainment and tourism area. The bill allows the Secretary to pledge a portion of state
sales and use tax revenues to a STAR Bond district; under previous law, the pledge had to be all state sales and use tax
revenues.

By January 31 of each Legislative Session, the Department of Commerce, with cooperation from the Department of
Revenue, will report to the Senate Committee on Commerce and the House Committee on Commerce, Labor and Economic
Development the following information on each STAR Bond district for the past three calendar years and year to date:

° The amount of sales and use tax collected;
° The amount of bond payments and other expenses incurred;
° The amount of bonds issued and the balance of the bonds, by district and by project;
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. The remaining cash balance in the project to pay for future debt service and other permissible expenses;

° Any new income producing properties which are brought into a district, identifying the base amount of revenue the
State would retain and incremental amount that would go to the district;

° The amount of bonds issued to repay private investors, identifying the share of indebtedness which is financed by
private and public financing;

° The percentages of state and local effort committed to the district; and
° The number of visitors to the district, identifying the number of in-state and out-of-state visitors.

Governor’s Vetoes. The Governor line item vetoed Section 35(g) and 36(f) of House Sub. for SB 161, which
includes funding for FY 2016, FY 2017, and FY 2018 supplemental expenditures for most state agencies and FY 2016 and
FY 2017 capital improvements for selected state agencies. Sections 35(g) and 36(f) would have barred any consideration or
approval of STAR Bond projects in Wyandotte County until FY 2018. The sections also included a provision that would have
been repealed if any legislation passed that contained certain STAR Bond reforms.
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Kansas Department of Commerce
FY 2016 FY 2017
SGF All Funds FTE SGF All Funds FTE
Agency Estimate/Request $ - $§ 98,769,769 137.6 - $ 90,273,784 137.1
Governor’s Changes:
1. EDIF Reappropriation Lapse $ - 3 (1,997,579) - -3 - -
2. Rural Opportunity Zone Reduction - (750,000) - - (500,000) -
3. Kansas Partnership Fund Balance
Transfer - - - - - -
4. Kansas Existing Industry
Expansion Fund Balance Transfer - - - - - -
5. Job Creation Program Fund
Planned Transfer Elimination - - - - - -
6. Innovation Growth Program
Elimination - - - - (1,353,181) -
7. Disability Employment Program
Elimination - - - - (431,587) -
8. Governor's May 18" Allotment - - - - - -
9. GBANo. 1, Item 2 - (127,547) - - - -
10. GBANo. 1, Item 5 - - - 6,570,000 6,570,000 -
Total Governor’s Recommendation | $ - 95,894,643 137.6 6,570,000 $ 94,559,016 1371
Change from Agency Est. $ 0 (2,875,126) 0.0 6,570,000 $ 4,285,232 0.0
Percent Change from Agency Est. 0.0 % (2.9)% 0.0 % 100.0 % 4.7 % 0.0%
Legislative Action:
11. KPERS Death and Disability
Reduction $ - 8 - - - $ (85,234) -
TOTAL APPROVED $ - $ 95,894,643 137.6 6,570,000 $ 94,473,782 1371
Change from Gov. Rec. $ 0 $ 0 0.0 0 3 (85,234) 0.0
Percent Change from Gov. Rec. 0.0 % 0.0 % 0.0 % 0.0% (0.1)% 0.0%
Change from Agency Est. $ 0 3 (2,875,126) 0.0 6,570,000 $ 4,199,998 0.0
Percent Change from Agency Est. 0.0 % (2.9)% 0.0 % 100.0 % 4.7 % 0.0%

The Governor deleted $2.0 million of the Economic Development Initiative Fund (EDIF) reappropriation in FY

The Governor deleted the Economic Development Initiative Fund (EDIF) reappropriation funding of $750,000 for
the Rural Opportunity Zone (ROZ) Program in FY 2016 and deleted $500,000 for the Rural Opportunity Zone

The Governor transferred the balance of the Kansas Partnership Fund of $3.7 million to the State General Fund in
The Governor transferred the balance of the Kansas Existing Industry Expansion Fund of $1.9 million to the State
The Governor eliminated the planned $3.5 million transfer to the Job Creation Program Fund in FY 2016 and FY
The Governor deleted the Innovation Growth Program funding of $1.4 million from the Economic Development

Initiative Fund (EDIF) and eliminated the program for FY 2017.

The Governor deleted the Disability Employment Program funding of $431,587 from Economic Development
Initiative Fund (EDIF) as the program was eliminated in FY 2016 under the special authority given in 2015 Senate

1.
2016.
2.
(ROZ) Program for FY 2017.
3.
FY 2016.
4,
General Fund in FY 2016.
5.
2017.
6.
7.
Sub. for HB 2135.
8.
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The Governor transferred $455,581, all from the Economic Development Initiatives Fund operating account, to the
State General Fund for FY 2017 as part of the May 18, 2016 State General Fund Allotment.
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9. The Legislature concurred with GBA No. 1, Item 2, and deleted $127,547 from the Economic Development
Initiatives Fund Operating Grant account for Information Technology projects in FY 2016.

10. The Legislature concurred with Governor’'s Budget Amendment No. 1, Item 5, and added $6.6 million, all from the
State General Fund, for the Kansas Bioscience Authority (KBA) long term grant commitments to be transferred to
the Department of Commerce for FY 2017 contingent on the sale of the KBA portfolio.

1. The Legislature deleted $85,234, including $43,174 from the Economic Development Initiatives Fund, to eliminate
the remaining three quarters of Death and Disability payments for FY 2017. (2016 House Sub. for SB 161)
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